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UNIFORM COTTON CLASSING FEES ACT OF 1987 



TUESDAY, JULY 21, 1987 

House of Representatives, 
Subcommittee on C!otton, Rice, and Sugar, 

Committee on Agriculture, 

Washington, DC, 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
1302, Longworth House Office Building, Hon. Jerry Huckaby 
(chairman of the subcommittee) presiding. 

Present: Representatives Jones of Tennessee, Stallings, Harris, 
Stenholm, Tallon, English, Emerson, Lewis, Combest, and 
HoUoway. 

Staff present: Charles R. Rawls, associate counsel; Vemie 
Hubert, assistant counsel; John E. Hogan, minority counsel; Glenda 
L. Temple, clerk; Parks Shackelford, James A. Davis, Francie Mon- 
agham, and Paulette Zakrzeski. 

Mr. Huckaby. The Subcommittee on Cotton, Rice, and Sugar will 
come to order. 

The purpose of the meeting this morning is to hear witnesses on 
the subject of the Uniform Cotton Classing Fees Act of 1987. At the 
conclusion of our testimony this morning, it will be the Chair's 
intent to mark up the legislation that is pending before us. 

[H.R. 2971 and the prepared statement of Mr. Emerson follow:] 

(1) 
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100th congress 

18T Session 



H. R. 2971 



To provide continuing authority to the Secrettry of Agriculture for recovering 
costs associated with cotton classing services, and for other purposes. 



m THE HOUSE OF BEPBESENTATIVES 

July 20, 1987 
Mr. HuCKABT introduced the foUowing bill; which was referred to the Committee 

on Agriculture 



A BILL 

To provide continuiiig authority to the Secretary of Agriculture 
for recovering costs associated with cotton classing services, 
and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Uniform Cotton Classing 

4 Fees Act of 1987". 

5 Sec. 2. Effective for the period beginning on the date of 

6 enactment of this Act and ending September 30, 1992, sec- 

7 tion 3a of the Cotton Statistics and Estimates Act (7 U.S.C. 

8 473a) is amended — 

9 (1) in the first sentence by striking out "Septem- 
10 ber 80, 1985, September 80, 1986," and inserting 
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2 

1 after "September 30, 1988," the following: "Septem- 

2 ber 30, 1989, September 30, 1990, September 30, 

3 1991 and September 30, 1992,"; 

4 (2) in the second sentence by striking out the pro- 

5 viso and inserting in lieu thereof the following: ''Pro- 

6 mdedy That (1) the imiform per bale classification fee to 

7 be collected from producers, or their agents, for such 

8 classification service shall be the imiform fee collected 

9 in the previous year, exclusive of adjustments made 

10 under clauses (2), (3), and (4) of this proviso, and as 

11 may be adjusted by the percentage change in the Ln- 

12 plicit Price Deflator for (}ross National Product as in- 

13 dexed during the most recent twelve-month period for 

14 which statistics are available; (2) the fee calculated in 

15 accordance with clause (1) for the current crop year 

16 may be increased by an amount not to exceed 1 per 

17 centum for every one hundred thousand running bales, 

18 or portion thereof, that the Secretary estimates will be 

19 produced in such crop year below the level of twelve 

20 million five hundred thousand running bales, or de- 

21 creased by an amount not to exceed 1 per centum for 

22 every one hundred thousand running bales, or portion 

23 thereof, that the Secretary estimates will be produced 

24 in sueh crop year above the level of twelve million five 

25 hundred thousand running bales; (3) adjustments made 

HR 1971 IH 
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1 under clause (2) shall not exceed 15 per centum, 

2 except when the Secretary estunates that faicome gen- 
S erated by fees, surcharges, and other sources of mcome 

4 will not provide an ending operating reserve for the 

5 current fiscal year of at least 10 per centum of esti- 

6 mated operating expenses; (4) if the Secretary projects 

7 an accumulated operating reserve at the end of the 

8 current fiscal year of less than 25 per centum of the 

9 estimated cost of operating the program, the Secretary 

10 may add a special surcharge, not to exceed 5 cents per 

11 bale, to ensure sufficient funds are available; (5) not- 

12 withstanding the previous clauses, the Secretary, to 

13 the extent practicable, shall not establish a fee which, 

14 when combined with all other sources of revenue and 

15 adjusted for expenses, would result in a projected oper- 

16 ating reserve of more than 25 per centum; (6) the Sec- 

17 retary should continue to recognize that central billing 

18 and collection can reduce administrative costs, and 

19 offer appropriate discounts where practicable; and (7) 

20 the Secretary shall announce the imiform classification 

21 fee and any surcharge for the crop not later than June 

22 1 of the year in which the fee aj^lies, except that for 

23 fiscal year 1987, such announcement shall be made as 

24 soon as practicable following enactment of this provi- 

25 so."; and 
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1 (3) in the third sentence by striking out "clauses 

2 (1) and (2)" and inserting in lieu thereof the following: 

3 ''ckuses (1), (2), and (3)''. 



Digitized by 



Google 



Brief Explanation 
H.R. 2971 

The Uniform Cotton Classing Fees Act of 1987 will amend the 
Cotton Statistics and Estimates Act to — 

(1) extend through fiscal year 1992, the authority of the 
Secretary of Agriculture to make cotton classification 
services available to producers of cotton, and to collect 
fees for the classification services; 

(2) provide that the uniform cotton per bale 
classification fee for a crop year will be the uniform fee 
collected in the previous year, exclusive of prior 
adjustments, and as may be adjusted for the percentage 
change in the Implicit Price Deflator for the Gross National 
Product, as indexed during the most recent 12 month period; 

(3) specify that the classification fee for a crop year 
will be the uniform fee increased by up to 1 percent for 
every 100,000 bales that the Secretary estimates will be 
produced in that crop year below 12,500,000 bales, or 
decreased by up to 1 percent for every 100,000 bales that 
the Secretary estimates will be produced in that crop year 
above 12,500,000 bales (Adjustments not to exceed 15 
percent, except when the Secretary determines that fees, 
surcharges, and other income will not provide a 10 percent 
operating reserve for the current fiscal year.); 
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(4) authorize a special surcharge, not to exceed 5 cents 
per bale, if the Secretary projects an operating reserve at 
the end of the current fiscal year of less than 25 percent 
of the estimated cost of operating the program; 

(5) prohibit, to the extent practicable, fees (when 
combined with other revenues less expenses) that would 
result in an operating reserve of greater than 25 percent; 

(6) encourage the Secretary of Agriculture to continue to 
recognize that central billing and collection can reduce 
administrative costs, and offer appropriate discounts where 
practicable; and 

(7) require the Secretary to announce the uniform fee, 
and any surcharge, for a crop by June 1 of the year the fee 
applies. (For fiscal year 1987, the announcement would be 
made as soon as practicably after enactment of the bill.) 
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Opening Statement op Hon. Bill Emerson, a Representative in Congress From 

THE State op Missouri 

Mr. Chairman, I will reserve the nugority of my comments for a later point in the 
hearing, at which time I will be offering an amendment to this bill. I would like to 
take a minute, however, to comment on a letter that was sent out last week over 
the signature of Mr. Moore regarding this legislation. 

That letter suggested drastic reductions in service unless this body acted quickly 
to approve a change in the classing fee. Responsibility for those cuts, according to 
the letter, falls to the inaction of the Congress. AMS, according to the letter, is com- 
mitted to providing "timely" classing service. 

Just for the record, I would like to emphasize that this body is also committed to 
providing timely classing service. The Chairman, Mr. Huckaby, and the other mem- 
bers of the subcommittee, have worked hard to meet the needs of our cotton produc- 
ers. 

We are also interested, however, in the quality of the service that is provided. 
There is some question as to whether that standard of quality is being met in all 
cases, specifically in terms of making available the latest advances in accurate grad- 
ing technology. I will be offering an amendment at a later point in time to address 
that quality issue, and will reserve the bulk of my comments for that time. 

I do want to thank the Chairman for holding this hearing and his leadership in 
meeting the needs of our cotton producers. The successes being felt throughout the 
cotton industry are a credit to Mr. Huckaby's efforts, and that of the other members 
of this body. Mr. Chairman, I yield back the balance of my time. 

[Attachment follows:] 
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Jul/ 14, 1987 

?o: Coctoa Grovara aad liters 

Subject: RedoctlOR of Claaaing Strvlc»4 for the 1987 Crop 

▲ ?roTt»ioa of Uv wiiich Il«lc» the fat chat a^y be eh«ri*d for cIamIos 
oervtCAt hee put ANS eottott clAeeias operetlooe in fliutocul jeoperdj. 

B e c a tt f chit ecacocorf proTitloe preveaced aa iacreaae la feat aofficleoc 
Co cover 1986 elaaalat coaca» aipeaaaa aieaadad laeoaa by aort thaa Z.S 
■illloa doLUta tad dtplacad Cha pregraa'a reaam fund. Siallarly, che 
earraas lav vlll liaic eba fae iaeraaaa for cha upeaslat crop co abaac 3 
eaata par aaapla, ahleh vill aac pradaea aaff leiaac ravaaaa ca elaaa cha 
1987 crop ac aaraal lavala of aarvlea if waachar eaadicioaa aaca co radue4 
eurraac crap praapaeta. Xadaad, if a aiaaabla porcioa of cha crop la loat 
CO aaachar» aa aaa tha eaaa la 1988, chata aaald aoc ba aoff leiaac faada t 
elaaa cha aaclca erap ac aay laval of aanriea. 

▲ latlaladva prapaaal co aodlfy cha fae eaacrlecloa la aav bafaca 
Caatraaa, bac baa aoc baaa aaaccad aa of chia claa. Vlchaac cha 
■odlflaaclaa af cha acatacorf eaacriccioa^ aa have ao ehelea bac ca radoei 
Cha laval of aarrlea la aa accai^t co gac chroath cha eUaalat aaa a a a oa 
cha Ilalcad laaaaceaa chac aca availabla. Thla cadeeciaa af aarvtaaa all: 
aecail» aa a alalaoBt tha faUoaiagi (1) aLlAlaacioa of ovarciaa pay by 
aoc warfciat Sataida/a aad 8«adaya; aad (2) allslaaclaa of par dlaa aad 
craaal eoaca far aaaaoaal elaaaara by acoppiag cha ahlfdag of chaaa 
elaaaara b a c aaa a offleea. Mote draacle aaaaafaa aay have co ba cakaa If i 
aiaaabla parciaa af cha crop ia loac co aaachar. 

Va aiaeacaly rtgrac cha aaad for cha cadaecioa ia aarrica. Va haaa al«ay> 
crlad Co ptairlda ciaaly elaaalag aarvlea, bac aa vaac deal vlch cha earra 
aicoacioa la a flaaoeially caapoaaibla aaaaar. 



Siacacaly, 



Jeaaa F. Hoore 
Director 
Cetcoa Diviaioa 
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Mr. HucKABY. Our first witness this morning is Mr. Patrick 
Boyle, who is the Administrator of the Agricultural Marketing 
Service, USDA. He will be accompanied by Mr. Jesse Moore, who is 
director of the Cotton Division. 

Gentleman, we welcome you before the subcommittee and look 
forward to your testimony. Mr. Boyle, you may proceed. 

STATEMENT OF J. PATRICK BOYLE, ADMINISTRATOR, AGRICUL- 
TURAL MARKETING SERVICE, U.S. DEPARTMENT OF AGRICUL- 
TURE, ACCOMPANIED BY JESSE F. MOORE, DIRECTOR, COTTON 
DIVISION 

Mr. Boyle. Thank you very much, Mr. Chairman, and members 
of the subcommittee. We are grateful for the opportunity to be 
here this morning to discuss the legislation introduced yesterday, 
H.R. 2971 and we appreciate your introducing that bill, Mr. Chair- 
man. 

The legislation that was introduced yesterday is an amendment 
that would revise and extend the authority of the Secretary of Ag- 
riculture to recover costs associated with providing cotton classing 
services to producers. For the past several months, the Department 
and the cotton industry have worked together to develop a fee for- 
mula for the cotton classing program that would ensure continued, 
efficient operation of the program. The amendment is the result of 
that joint effort, and the Department endorses it as a workable and 
necessary plan. 

I have submitted a full statement for the record, Mr. Chairman, 
and I would ask that it appear in its entirety and I will be happy to 
summarize that statement for purposes of the hearing today. 

In 1981, the Department began charging fees to producers for 
cotton classing services, including administrative and supervisory 
costs. About two-thirds of the cost of classing for producers was fi- 
nanced by user fees during fiscal year 1982 and 1983, with the bal- 
ance coming from congressionally appropriated funds. 

In fiscal year 1984, the Department began full cost recovery for 
the cotton classing program through institution of a fee of $1.15 
per bale. This step put all agricultural commodity grading services, 
including beef, poultry, dairy, fruit and vegetable grading services, 
and cotton, on a comparable user fee basis. In fiscal years 1985 and 
1986, the cotton classing fee was reduced to a per bale cost of $1.05. 

During the past season, the fee was established at $1.08 per bale, 
the maximum increase permitted under existing law. Regrettably, 
a small cotton crop significantly reduced our classing revenues and 
resulted in a $2.5 million operating deficit. This occurred because 
classing costs, in large measure, are fixed cost items such as build- 
ing rent, utilities, equipment, labor and cannot be readily cut back. 

Fortunately, this $2.5-million shortfall was covered by the pro- 
gram's operating reserve fund which had carried over from previ- 
ous classing seasons. Unfortunately, the reserve has been depleted 
as we face the 1987 cotton crop and existing law will not allow us 
to set an adequate fee to cover our operating costs and to begin to 
replenish our reserve. 

As you know, Mr. Chairman and members of the subcommittee, 
the present statutory provision limits an increase in the classing 
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fee in any year to not more than the percent increase in inflation 
during the past 12-month period. This provision prevented an in- 
crease in fees sufficient to cover last season's classing costs and will 
also limit fee mcreases for the upcoming crop year to 3 cents. 

Even with this 3 cent fee increase, resulting revenues will be in- 
adequate to class the 1987 crop at normal levels of service. Indeed, 
if a significant portion of this year's potential crop production is 
lost to any natural disasters, there would not be sufficient funds to 
class the entire cotton crop at any level of service. 

This financial problem is exacerbated because classing fees are 
not collected from producers until the end of each ginning season. 
Therefore, within our cotton classing program, we have an annual 
negative cash flow during the period between the rendering of our 
classing services and the actual collection of the fee. An annual 
carryover, or operating reserve, of approximately $6 million is 
needed to cover that negative cash-flow period which reaches that 
$6-million level during the months of November and December. 

In effect, the Department's cotton classing program presently 
confronts the same financial predicament this season as it did at 
the start of the 1986 cotton classing year — that is, a user fee that is 
inadequate to cover the cost of our program. 

There is, however, one critical difference this year. We do not 
have an operating reserve to get through the upcoming crop year. 
Accordingly, this month, cotton growers and ginners were notified 
of an upcoming reduction of classing services for the 1987 crop so 
that we may deal with the current situation in a financially re- 
sponsible manner. 

This reduction will entail, at the minimum, the avoidance of 
overtime pay through the elimination of all Saturday and Sunday 
classing work, and the reduction of travel and per diem expenses 
by eliminating the movement of seasonal classers between offices. 

Fortunately, there is an alternative to reducing classing services 
to our Nation's cotton producers. However, it will require an act of 
Congress before the August recess to amend the Secretary's fee-set- 
ting authority. 

Both the Department and the National Cotton Council support a 
proposal which recognizes that the rate of inflation, as well as the 
number of bales to be classed, and the importance of maintaining 
an adequate operating reserve need to be considered before estab- 
lishing an adequate user fee. Such a proposal is described in detail 
in my written statement, Mr. Chairman, and is embodied in the 
legislation which you introduced yesterday. 

In summary, the importance of an efficient cotton classing 
system is demonstrated by the fact that 97 percent of all U.S. pro- 
duced cotton is now classed by the Department. Our cotton classing 
system is used by producers' not only to market their cotton 
through commercial channels, but also to obtain CCC price support 
loans. 

Current law will not provide the Department with the resources 
to maintain its traditional level of classing services this year, but 
the timely enactment of your legislation, Mr. Chairman, would 
enable the Department to continue to provide efficient and timely 
classing services. 
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Adoption of your proposal would also ensure that producers' 
price support loans are processed on a timely basis, resulting in im- 
proved cash flow for farmers and more efficient marketing. 

Mr. Chairman, I want to thank the cotton industry for their sup- 
port and cooperation over the past couple of months in trying to 
achieve a proposal that both the Department and the industry can 
support to address this problem; and I also, once again, wish to 
thank you and your colleagues on the committee for your interest 
and support which is needed to reach a timely and equitable reso- 
lution of the dilemma. 

I would be happy to answer any questions that you might have. 

[The prepared statement of Mr. Boyle appears at the conclusion 
of the hearing.] 

Mr. HucKABY. Thank you, Mr. Boyle. 

The gentleman from Alabama. 

Mr. Harris. No questions, Mr. Chairman. 

Mr. HucKABir. Does the gentleman from Texas have any ques- 
tions? 

Mr. Stenholm. What percent of the crop this year do you esti- 
mate will be classifled using the HVI instrument? 

Mr. Boyle. We anticipate, from a survey of cotton producers that 
we conduct during the offseason, that about 42 percent of the 
cotton this year wiU be classed with our HVI equipment. That is an 
increase from previous years, where we have been classing about 
25 to 33 percent of the iNation's cotton crop by HVI. 

Mr. Stenholm. It is my understanding that the cost where you 
have HVI classing services is 50 cents greater than the normal 
hand classing? 

Mr. Boyle. That is correct. 

Mr. Stenholm. What is the anticipated fee for this year, if this 
legislation passes? 

Mr. Boyle. For the HVI classification, we would maintain the 50 
cent differential between the manual classing fee and the HVI 
classing fee. 

Mr. Stenholm. Do you see anything in the immediate future 
that would cause that differential of 50 cents to narrow or widen? 

Mr. Boyle. It is somewhat difficult to speculate on that. Con- 
gressman. The reason for the differential of 50 cents is attributed 
to the equipment itself, the sophisticated technology that is used to 
class the cotton by HVI. There is also an increased labor cost asso- 
ciated with HVI classiflcation, as opposed to manual classification. 
Consequently, there is that differential. 

One of the dilemmas that we have, as we move towards HVI, 
which the Department has supported for a number of years, is that 
there are only two companies in the country that manufacture the 
HVI equipment. Perhaps as more cotton is classed by HVI, we 
might see increased interest on the part of other manufacturers to 
supply that equipment, or at least to bid on the Department's re- 
quests to supply that equipment, and that might reduce the overall 
cost. 

However, I think it is rather difficult to speculate. As a general 
proposition, we will try to maintain that 50-cent differential. It has 
worked well over the past seasons and we believe it should work 
well in the future. 



Digitized by 



Google 



13 

Mr. Stenholm. You stated in your testimony that the $1.08 
figure that is for the current fiscal year is critically insufficient, 
but did I miss where you said what would be necessary or what the 
fee would be under this legislation? 

Mr. Boyle. Under this legislation, the fee would be the result of 
considering a number of factors. One would be the factor which we 
are permitted to consider under current law which is the rate of 
inflation during the prior 12-month period. 

Another factor, which is extremely important, is the size of the 
crop. Because the cotton classing program has a high level of fixed 
cost, the smaller the crop size, the less revenues we generate, but 
nevertheless we continue to incur expenses. So, as the crop size de- 
creases below a base of 12.5 million bales, the proposal would allow 
the Secretary to increase, at percentage increments, the fee as- 
sessed for classing our Nation's cotton. 

That would combine the inflation increases with the decrease in 
the size of the crop, both of which have a very direct impact on the 
cost of offering the program. 

In addition to considering those two factors, we would also have 
to look towards building up our operating reserve, which we have 
depleted over the past season. 

Mr. Stenholm. I understand that. That is very clearly stated in 
your testimony. What I was getting at is for the current fiscal year, 
the current crop year, 1987, the fee will be $1.08, correct? 

Mr. Boyle. Under current law, it would be $1.08. If this proposal 
were adopted, it would increase between 10 and 20 cents per bale. 

Mr. Stenholm. That is what I was asking. Somewhere between 
10 and 20 cents is your estimate to date? 

Mr. Boyle. At this point, yes, sir. 

Mr. Stenholm. Thank you. 

Mr. HucKABY. Does the gentleman from Louisiana have any 
questions? 

Mr. Harris. I have no questions, Mr. Chairman. 

Mr. HucKABY. The gentleman from Oklahoma. 

Mr. English. Mr. Chairman, I have no questions. 

Mr. HucKABY. Mr. Boyle, what size crop are you projecting for 
this year? 

Mr. Boyle. The estimate at this point, Mr. Chairman, is about 12 
million bales. 

Mr. HucKABY. And if one assumed that next year we had a crop 
of 12 to 14 million bales, if I might assume that for the hypotheti- 
cal question, you assume a 10 to 20 cent increase this year, what 
level of increase in fees would you estimate for next year? 

Mr. Boyle. To the extent that the crop size exceeds 12.5 million 
bales, the increase in fee would be minimal and it would be a 
result of the need to increase the operating reserve, not the need to 
provide adequate cash flow through the classing operation itself. 

Under the proposal, the increase allowed to maintain and 
achieve an adequate operating reserve, I believe, it is limited to a 
maximum of 15 cents — let me correct that — 15 percent. 

Mr. HucKABY. What percentage of your cost is in personnel, 
versus fixed cost, for equipment and office space? 

Mr. Boyle. I believe that about 75 or 80 percent of our costs, Mr. 
Chairman, is for personnel. 
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Mr. HucKABY. I know that in recent years you have acquired 
new facilities in various parts of the country, new cotton classing 
offices. What is the status of this? How manv have we uKraded in 
recent years and how many more do vou plan to upgrade? Alon£ 
with that answer would you give us a broader explanation of HVIr 
That is, are you planning on offering this in all the offices and in 
what time frame? 

Mr. Boyle. As a general response, Mr. Chairman, we have actu- 
ally reduced the number of classing offices that we have main- 
tained over the years. I am going to ask Mr. Moore to address spe- 
cifically the number of offices that we have upgraded, the reasons 
for that, the plans for the future, as well as the attitude of the De- 
partment towards HVI. 

Mr. Moore. Mr. Chairman, over the past 10 years, we have gone 
through a consolidation which eliminated roughly half of our of- 
fices. In the past, I believe, 10 to 12 years, we have reduced our of- 
fices from 40 down to the current 20. In the process, that did call 
for some new facilities where we built one new facility to replace 
two. 

In addition to that, we have replaced some facilities just one on 
one. I do not have the exact number, but I would guess six to eight 
facilities in the last 10 years have been built. At the current time, 
we have no plans for any additional new facilities. We are about 
where we think we need to be. 

Mr. HucKABY. Do you have any plans for any further consolida- 
tions, Jesse? 

Mr. Moore. Not at this time. 

Mr. HucKABY. I am sure the members of the committee will be 
glad to hear that. I have no further questions. 

Does any other member have any questions? 

Mr. Emerson. Mr. Chairman. 

Mr. HucKABY. The gentleman from Missouri. 

Mr. Emerson. I had an opening statement which I am going to 
forego and ask unanimous consent that it be inserted in the record 
prior to Mr. Boyle's remarks. And to include extraneous material, 
if I may add that. 

Mr. HucKABY. If there is no objection, so ordered. 

Mr. CoMBEST. Mr. Chairman. 

Mr. HucKABY. The gentleman from Texas. 

Mr. CoMBEST. Mr. Bovle, I wanted to double check something you 
said versus the bill. I believe that you had said, in responding to 
the question of the chairman, on estimating a 12 to 14 million Sale 
crop next year, that you would be limited to a 15-cent increase? I 
believe you said 15 cent. It is 15 percent, I believe, the way that the 
bill is written. 

Mr. Boyle. Correct, it is 15 percent. 

Mr. CoMBEST. That is all, Mr. Chairman. 

Mr. HucKABY. I thank the gentleman. 

If there are no further questions, we certainly thank you for ap- 
pearing before us this morning, Mr. Boyle, and you also, Mr. 
Moore. 

Mr. BoYLE. Thank you, Mr. Chairman. 

Mr. HucKABY. Our next witnesses are a panel consisting of Mr. 
Bill Lovelady, who is chairman, Classing and Users Fee Committee, 
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the National Cotton Council, Mr. Myrl Mitchell from Lenorah, 
Texas, Mr. Jack Hamilton, from Lake Providence, Louisiana, and 
Mr. Caleb Davis from Braggadocio, Missouri. 

STATEMENT OF WILLIAM T. LOVELADY, CHAIRMAN, COMMITTEE 
ON CLASSING AND USERS FEES, NATIONAL COTTON COUNCIL 

Mr. LovELADY. Thank you, Mr. Chairman and members of the 
subcommittee. My name is Bill Lovelady and I am a cotton produc- 
er from Tornillo, Texas. For those of you that are not familiar with 
Texas, that is near El Paso. 

I serve as the National Cotton Council's chairman of the Classing 
and User Fees Committee. It is as chairman of that committee that 
I appear before you today. As you know, the National Cotton Coun- 
cil is the central organization of the cotton industry and represents 
^1 segments from that industry from the producer to the textile 
mill. 

The Classing and User Fees Committee has met with USDA nu- 
merous times over the past year in order to discuss amendments to 
the current legislation for cotton classing fees. The Uniform Cotton 
Classing Fee Act of 1987 is the result of those discussions. This 
amendment would allow USDA to consider two important variables 
in establishing the fee, inflation and volume of classings. 

Current legislation allows USDA to adjust the uniform fee 
upward in accord with inflation as measured by the percentage in- 
crease in the Implicit Price Deflator for Gross National Product. 
But while inflation may be related to employee salary increases 
and other similar expenses, the most important factor affecting the 
per bale cost of this service is the number of bales classed. 

Approval of this amendment would authorize fee adjustments, 
both upward and downward, based upon a break even volume of 
12.5 million running bales. 

Our industry supports the provision that any adjustment in fees 
not exceed 15 percent in any year while at the same time recog- 
nizes the desire of the Department to have sufficient reserve funds 
to cover periods of negative cash flow during the crop year. 

The proposed amendments allow for orderly growth of an ade- 
quate reserve by allowing for increases to exceed 15 percent when 
the Secretary determines the end-of-year reserve to be less than 10 
percent and allowing for the Secretary to levy a special surcharge, 
not to exceed 5 cents per bale, if the Secretary determines that a 
reserve of less than 25 percent will remain at the end of that crop 
year. 

The cotton industry supports the provision whereby the Secre- 
tary offers a discount when the classing fees are collected through 
a central agency such as a gin or a warehouse. In previous years, 
this discount has been 5 cents per bale and reflects the reduced ad- 
ministrative costs from not having to bill individual producers. 

Lastly, I would like to request that the Department continue to 
advise the cotton industry of pending decisions that would impact 
the fee. This act would allow the Department considerable discre- 
tion on key items such as crop estimates, anticipated expenses and 
year-end reserve. It seems appropriate that our input be considered 
prior to final announcement of such key provisions. 
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I would like to turn over to Mr. Jack Hamilton, from Lake Provi- 
dence, Louisiana for further testimony. 
Mr. HucKABY. Thank you, Mr. Lovelady. 
Mr. Hamilton, you may proceed. 

STATEMENT OF JACK S. HAMILTON, PRODUCER REPRESENTA- 
TIVE, COMMITTEE ON CLASSING AND USER FEES, NATIONAL 
COTTON COUNCIL 

Mr. Hamilton. Thank you, Mr. Chairman. 

My name is Jack Hamilton and I am a cotton, soy bean, rice, and 
wheat farmer from Louisiana. I also manage a cotton gin tod a 
cotton warehouse which is owned by five cotton gins and their pro- 
ducers. I am now serving as president of the Louisiana Independ- 
ent Cotton Warehouse Association, which represents all 13 cotton 
warehouses in our State. 

The warehouses in Louisiana cut most of the samples used for 
classing cotton in our State and they also collect the user fee for 
USDA. We have in the past, and we are now working very closely 
with AMS to make this service as efficient as possible for our grow- 
ers. 

We realize that AMS must be adequately funded in order to pro- 
vide this essential and valuable service and believe the concept of 
adjusting this charge on a volume basis with provisions that allow 
AMS to accumulate adequate reserves, is the best way to deter- 
mine this fee. 

A good part of the annual budget, as has been stated before, of 
this division is fixed cost and obviously the more bales it classes, 
the better its bottom line reads. We feel strongly that since cotton 
producers are paying for this service, they should have an opportu- 
nity for input when decisions are made in determining the amount 
of this fee or the level of service provided. 

Perhaps consideration should be given to the creation of an offi- 
cial advisory committee appointed by the Secretary or perhaps a 
periodic review with the council's classing and user fees committee 
is sufficient. 

Whatever vehicle is chosen, I would encourage the Department 
to continue this practice. Private enterprise and Grovernment work 
very differently, but we believe a marriage between the two is pos- 
sible, so long as communication is free flowing and the rights of 
both groups are projected. 

We commend Jesse Moore, who heads the Cotton Division of 
AMS. We believe he has attempted to run this service in an effi- 
cient way with the least expenditure of producer money. The sea- 
sonal nature of this work and the intensive personnel requirements 
make management of this service extremely difficult. 

Also, pressure from the producers who want the highest grade 
possible on their cotton, and pressure from others who may have 
financial motives to get the most conservative grade on the cotton, 
make this service even more difficult to manage. 

Incidentally, advent of HVI, which has been mentioned here, 
may soon have an impact on all of these problems and we think 
this impact will be favorable. AMS is now charging producers for 
overhead in USDA, above the cotton division, and I personally do 
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not agree that this was intended within the concept of user fees. 
USDA will exist with or without classing cotton and I feel our tax 
dollars are adequate contributions to this overhead. That is a per- 
sonal view. 

At the present time, most of the user fees are being collected by 
either gins or warehouses on a voluntary basis. It is very important 
that we keep this cooperation intact and we urge caution in calcu- 
lating this fee or providing levels of service, that we do nothing 
that might alienate these voluntary collectors. 

It seems, Mr. Chairman, that the cotton industry and USDA are 
in agreement on how this matter should be handled and we hope 
that at the conclusion of this committee's work everyone will agree 
that the program is secure and cotton producers are being fairly 
treated. 

[The prepared statement of Mr. Hamilton appears at the conclu- 
sion of the hearing.] 

Mr. HucKABY. Thank you. 

Mr. Davis. 

STATEMENT OF CALEB DAVIS III, PRODUCER, BRAGGADOCIO, 

MO 

Mr. Davis. Mr. Chairman, and members of the subcommittee, I 
appreciate the opportunity to testify before you. I am Caleb Davis 
from Braggadocio, Missouri. I am a producer, agribusinessman with 
extensive business contacts not only in southeast Missouri but 
throughout northeast Arkansas and northwest Tennessee. 

I think, as I talk to the people that I know across the northern 
part of the Delta, that all producers realize that they must have an 
unbiased classing of their crop if they are to market their crop effi- 
ciently. Our producers, like all other farmers throughout the 
Nation, are short on money. I feel that most producers in our area, 
even though they are tight, are willing and realize that they must 
pay for the service that they acquire. 

Because of this, I feel that most producers would accept the pro- 
posed fee structure that we have seen put forth this morning, with 
the provision that the quality of the classing be maintained. This is 
something that the producers in my area are very, very interested 
in. 

Thank you. 

Mr. HucKABY. Thank you, Mr. Davis. 

Mr. Mitchell. 

STATEMENT OF MYRL MITCHELL, PRESIDENT, PLAINS COTTON 

GROWERS 

Mr. Mitchell. Thank you, Mr. Chairman. I am Myrl Mitchell. I 
am a cotton producer and cotton ginner from Lenorah, Texas. I 
also serve as president of Plains Cotton Growers, based at Lubbock, 
Texas, an organization representing cotton producers on the Plains 
of West Texas. 

I support this proposed legislation that will enable the continued 
operation of an important service for cotton farmers. We depend 
upon the USDA class to determine the value of our cotton and, in 



Digitized by 



Google 



18 

many cases, we need the USDA class to obtain a Commodity Credit 
loan. 

As West Texas farmers know all too well, costs per unit are di- 
rectly related to volume, whether we are talking about cotton pro- 
duction or cotton classing. It seems only natural that the classing 
fee be related to th6 size of the crop. 

Two other issues important to producers, especially in Texas, are 
the fee announcement date and the fee for producer requested serv- 
ices, such as high volume instrument or HVI classing. 

As you are probably aware, the first harvest of cotton in the 
United States occurs in South Texas, usually around mid-July. It is 
extremely important that the fee be announced by June 1 so that 
farmers, ginners and warehousemen can budget accordingly. 
Therefore, I welcome the addition of the language requiring the 
Department to announce the fee by June 1. 

Second, both current law and the proposed act do not restrict fee 
increases for producer requested services such as high volume in- 
strument testing. Producers have been paying as much as 50 cents 
per bale above the cost of manual classing for this service. Al- 
though not required by law, I would encourage the Department to 
hold this premium for HVI at no more than 50 cents and, hopeful- 
ly, to narrow the premium in the future. 

I believe Mr. Boyle addressed that when he was here and that is 
encouraging to us. 

I would recommend that classing fees be what will promote the 
most efficient system at the most economical cost. 

That concludes my testimony and thank you, Mr. Chairman and 
members of the subcommittee, for allowing us to address you. 

Mr. HucKABY. Thank you, Mr. Mitchell. 

Does the gentleman from Missouri have any questions? 

Mr. Emerson. No questions, Mr. Chairman. 

Mr. HucKABY. Does anyone have any questions of any members 
of the panel? The gentleman from Texas. 

Mr. Stenholm. Mr. Mitchell, I noticed you testified on behalf of 
Plains Cotton Growers and not TACPO this time. Any reason for 
that or is there any opposition in Texas or just that you are here 
only as Plains Cotton Growers? 

Mr. Mitchell. Not really, I am just here as president of Plains 
Cotton Growers. My colleague,. Bill Lovelady, was at the last 
TACPO meeting. I would like to pass it on to him, if I might. 

Mr. Lovelady. Mr. Stenholm, I presented this testimony to 
TACPO last Thursday in Austin and while producers generally 
would like to see the classing fee held in line, they certainly went 
along with the concept to ensure the continued good service that 
they are used to and they approved of this testimony that I gave 
today. 

Mr. Stenholm. Thank you. 

Mr. Hollow AY. Mr. Chairman. 

Mr. HucKABY. The gentleman from Louisiana. 

Mr. Hollow AY. My question basically is just I would like to un- 
derstand the increases per year. It is 15 percent. It can be up to a 
maximum of 15 percent, correct? 
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What structure or who determines, if we have 14.5 million bales 
of cotton, who determines the increase on it, the percentage of in- 
crease? 

Mr. LovELADY. The Secretary would, I presume. 

Mr. Hollow AY. We have no line — in other words, we could prob- 
ably assume that we will have an automatic 15-percent increase 
every year? 

Mr. LovELADY. It cannot be increased if the reserve requirements 
are met. 

Mr. Hollow AY. OK, you are satisfied that the increase is in line 
and it would have to be met, then? 

Mr. LovELADY. Yes, as a body, we certainly are. 

Mr. Hollow AY. Thank you, Mr. Chairman. 

Mr. Hamilton. Mr. HoUoway, I might add that there is a formu- 
la written in whereby they get a 1-percent increase for each 
100,000 bales that the crop falls below 12.5 million or they decrease 
the fee by 1 percent for every 100,000 bales that the crop exceeds 
12.5 million. So that is automatically written in. 

Mr. HucKABY. I thank the gentleman. 

I understand the Department has indicated that if this legisla- 
tion does not clear by August, in all probability, they will not be 
able to provide overtime to their employees this fall in cotton class- 
ing. What tjrpe impact would that have, Mr. Lovelady, on the in- 
dustry versus the additional cost of the fee increase? Would the 
farmer be better off this year if the fee were not increased? 

Mr. Lovelady. Well, there is quite a bit of concern about the 
letter that went out indicating that services would have to be cut 
and I think that indicates, that would be a severe restriction on the 
producer and it has — I know in the case of the Texas Association of 
Cotton Producer Organizations, they certainly do not want this 
service cut. That is one of the main reasons that they go along with 
this amendment as strongly as they do. 

Mr. HucKABY. Does any other member have any questions? The 
gentleman from Oklahoma. 

Mr. English. I just have one question. Is there any member of 
our panel who knows of any opposition to this legislation? 

Mr. Lovelady. I know of no organized opposition. I am sure that, 
as with anything, that you could find someone who is against it. 
But as far as I know of, all of agriculture that I am aware of sup- 
ports this concept. 

Mr. Engush. Thank you very much, Mr. Chairman. 

Mr. HucKABY. I thank the gentleman. 

If there are no further questions, we thank you gentleman for 
journeying to Washington to be with us today, to provide your tes- 
timony. It certainly will be beneficial to the subcommittee. 

[Whereupon, at 10:39 a.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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8t«tia*ftt Qi J* ?«trlc1i BQrl«t Adalalscrmcor 

As r leu 1 tuts 1 Market lag 8«rTic« 

United StMtcB DtparCBcnt of Agrieiiltttr« 

b«for« tb> 

SttbcoaBlcCM ot!i Cottm, Klc« and 8iit«r 

HouM CoaBltt«« on Asrlcultars 

July 21, 1987 

Hr. Chairman and Naabcrs of the Coailttaa: 

I appraclaca the opportunity to appaar bcfora you In strong support of 
laglslatlon to aaend sactlon 3a of tha Cotton Statistics and Bstlsatas Act (7 
U.8.C. 473a). I aa accoapanlad today by Jasse F. Moora, Dlractor of tha 
Cotton Division of AMS. 

Tha bill bafora tha subcoaBlttaa would ravlsa and aztand tha authority 
of tha Sacratary of Agriculture to racovar costs assoclatad with providing 
cotton classing sarvlcas to producers. For tha past savaral wontha, tha 
Dapartwant and tha cotton Industry hava worked together to develop a fee 
fonula for tha cotton classing prograa that would ensure continued, efficient 
operation of the prograa. This aaendaent is the result of thet joint effort, 
and the Departaant endorses it as a workable plan. 

Before going into the eleaents of the aa e nda e nt and why it is needed, I 
would like to review the history of user fees for cotton classing. Prow its 
inception in 1937, the Swith-Doxey Awendaent to the Cotton Statistics and 
Bstlaates Act provided free cotton classing services to producers. 
Participation in this prograa increased steadily until by 1960 aore than 95 
percent of the crop was classed annually at no cost to producers. 
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▲c the MDM tlBA, howsTTtr, other grmdlng and Inspection •orrlcos of the 
U.S. Departaent of Asrieoltnie were financed alaost wholly froa fees paid hy 
UMn of the eerrlcea. It was the Departwent's goal to place special benefit 
serrices on a self-sitpporting basis to the extent practicable to help reduce 
pxwssnre on the Federal budget. On October 1, 1981, pursuant to authority 
contained in the Oanibus Budget Reconciliation Act of 1981 (Public Law 97-35, 
95 Stat. 373-374), the Departaent began charging fees to producers for cotton 
classing services, including adnliilscratlve and supervisory costs. About 
two-thirds of the cost of classing for producers was financed by user fees 
during FT 1982 and FT 1983 at established rates of 60 and 67 cents per bale, 
respectively. The balance of the cost in these years was financed by 
appropriated fimds and by proceeds f roa the sale of cotton saaples accoaulated 
by USDA. 

In FT 1984, the Departaent began full cost recovery for the cotton 
classing prograa through institution of a fee of il.l5 per bale. This action 
put all agricultural coaaodity grading services of the Departaent on a 
coaparable and full cost recovery basis. In FT 1985 and FT 1986, the fee was 
reduced to il.05 per bale. 

To bring us to the current fiscal year, the fee now stands at a 
critically insufficient il.08 per bale, with the current year's expenditures 
estiaated to exceed incoae by i2.5 aillion. 
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This financial crisis was eaussd by the eoHblned effsct of three 
elaaents: a statutory provision which restricts fee Increases, a saall 1986 
crop, and a negative cashflow which occurs because classing fees. are not paid 
at the time of service. Please allow me to elaborate on these factors. 
First, we will have sharply reduced revenue from the saall 1986 crop without 
an offsetting decrease In expenditures. Classing costs In large aeasure are 
flze4. cost Items such as building rent, utilities and classing equipment, and 
cannot be readily cut back. The current operating reserve carried over from 
previous years will be sufficient to compensate for the i2.5 million 
shortfall, but little will remain of these funds as a result. 

Second, because classing fees are not collected from producers until the 
end of the ginning season or later, an annual negative cashflow occurs during 
that period between the rendering of the classing service and the collection 
of the fee. An annual carryover of about 16,000,000 Is needed to eliminate 
the negative cashflow. 

Finally, the present statutory provision limits an Increase In the 
classing fee In any year to not more than the percent Increase In Inflation 
during the past 12-month period. This provision prevented an Increase In fees 
sufficient to cover 1986 classing costs and would also limit fee Increases for 
the upcoming crop to 3 cents. The resulting fee likely would not produce 
enough revenue to class the 1987 crop at normal levels of service, and will 
leave the negative cashflow problem completely unaddressed. Indeed, If a 
significant portion of this year's potential crop production was lost to 
drought, flood, freeze, hall, etc., there would not be sufficient funds to 
class the entire crop at any level of service. 
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Accordingly, on July 14, 1987, cotton growers nnd glnners were notified 
of n reduction of classing services for the 1987 crop so thet we say deal with 
the current situation in a financially responsible Banner. 

Without reaoval of the statutory restriction, we have no choice hut to 
reduce the level of classing service in an attempt to get through the season 
on the limited resources thet are available. This reduction of service will 
entail, at a niniaifli, the avoidance of overtime pay through the elimination of 
all Saturday and Sunday work, and the reduction of travel and per diem 
expenses by eliminating the movement of seasonal classers between offices. 
Hore drastic measures will need to be taken if, because of weather conditions, 
another small crop appears to be in the making. 

The adoption of this bill would avoid such disruption of our services by 
revising and extending the authority of the Secretary of Agriculture, through 
fiscal year 1992, to collect uniform classing fees for cotton classing 
services. Classing fees would be established each year by adjusting the base 
fee for the previous year for inflation with the option to further adjust the 
fee by a percentage factor based on the sise of the crop. 

The amendment also authorises an increase in tha operating reserve from 
20 to 25 percent. If income from fees and other sources would be insufficient 
to maintain a reserve of 25 percent, the Secretary would be authorised to add 
a special surcharge of up to 5 cents per bale. The Secretary would be 
authorised to make additional adjustments whenever the income generated by 
fees, surcharges and other sources is insufficient to maintain an operating 

4 
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reserve o£ et leeet 10 percent. If the Incoae frai fees end other sources 
would result in a reserve greater than 25 percent, the Secretary should adjust 
the fees so as to maintain the reserve at 25 percent. Except for the current 
crop for which special consideration Is requested, the unlfon classification 
fee would he announced hy June 1 each year. 

. The aaendaent continues authority for the Department to establish a 
separate user fee for High Volume Instrument (HVI) classing services. Fees 
for HVI classing have never been Included In fee formulas established under 
previous amendments to the Cotton Statistics and Estimates Act. For the 1986 
crop, HVI classing was performed at the producer's option for a fee of il.58, 
amounting to 50 cents more than the il.08 fee for manual classing. The 
additional HVI fee Is expected to remain at 50 cents for the 1987 crop. 

Cotton classing services are performed In 20 classing offices located In 
12 States across the Cotton Belt by 109 full-time personnel and 1,450 seasonal 
personnel. 

The Importance of an efficient cotton classing system Is demonstrated by 
the fact that 97 percent of all U.S. -produced cotton Is now classed by the 
Department. Our cotton classing system Is used by producers not only to 
market their cotton through cosnerclal channels, but also to obtain Commodity 
Credit Corporation price support loans. Current law will not provide the 
Department with the resources to maintain Its traditional level of classing 
services for the 1987 crop, but enactment of this amendment would enable the 
Department to continue to provide efficient and timely classing services. 
Adoption of this amendment would also ensure that producers* price support 
loans are processed on a more timely basis, resulting In Improved cash flow 
for farmers and more efficient maiketlng. 
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The AsricultuTml Haiketing Service is the egeacy In the Departaent which 
provides grading for cotton and a host of other agricultural coHsodities. As 
Adainistrator of AMS, I aa proud of the fact that all our grading services are 
conducted on a fully user-fee supported basis with no burden whatsoever to the 
taicpayer. 

Mr. Chairaan, I would like to express ay appreciation to the cotton 
industry for their cooperation in developing the proposed aaendaent. I 
reiterate the Departaent's strong support of this aaendaent and request swift 
passage. 

Thank you, Mr. Chairaan, and the Subcoaaittee, for the opportunity to 
present this stateaent. My associate and I will be glad to respond to any 
questions you aay have. 
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TMtlBooy Of Jack 8. Baailton 

b«fort 

BouM 8ubcoaBitt«« on 

Cotton, lico «nd Sofar 

VashiagtOB, D. C. 

Jaly 21, 1987 

Thank you, Mr. ChainMn. I aa Jack Haailton, a cotton producer, si^Bar 
and varthoutaaao froa Laka Frovidanca, Louisiana. I alto tanra at a 
producar rapratantativa on tha latioaal Cotton Council 't Claaalag and Uaar 
Faa Cooalttaa. 

I, too, tupport tha batic concapt in thia Act. Cotton claaalug aanrica to 
producara it vital in tha ordarly ■arkatiag and aovaaant of cotton. 
Bovevar, tha tarvica auat be of high quality — that it, conaiatant, 
raliabla and tiaaly. Tha provitiont of thit aaandaant that allow for faa 
adjuttaantt batad upon tha nuabar of balet clatted thould generate 
tufficiant funding to guarantee quality aenrice even during high Toluae 
yaart . 

I underttand the Departaant't need for a large raaerva fund to tuatain 

prograat during pariodt of negative cath flow. I beliaTe tha proTiaiona 

of thit Act enable the build up of an adequate reaenre at a rate that ia 
acceptable to the induttry. 

At a warehouteaan terving at a collection agency for producert, I tupport 
the continuation of a ditcount for central billing. Thit facet of the 
prograa enablet the department to bill fever individualt thut providing 
increated efficiency and tignificant cott reductiont. 
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The Council's Committee on Classing and User Fees has recently had the 
opportunity to review the budget summary of this program. I want to thank 
the Agricultural Karketing Service for this opportunity. In my opinion, 
the program appears to be managed responsibly and for this I commend the 
Department. However, I believe that cotton producers will continue to 
demand input and periodic review of expenditures in this program. I would 
encourage the Department to continue this practice. 

As others have already stated, this Act contains several important factors 
that must be determined by the Secretary. I would request that the cotton 
industry be apprised of all Departmental decisions that would impact the 
level of service or amount of fee well in advance of the June 1 
announcement date. 

In summary. The Uniform Cotton Classing Fee Act of 1987 would give the 
Department extensive freedom to continue providing cotton classing for 
producers while building sufficient reserve funding at a controlled rate. 
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MAIN OmCE: Earie N. BiOii«». Exflcntiv* Vke Pmidrat 

MaBM*i»4uitc 1. Qittcn ExdMi«e Biddiiv • P.O. Box SSM • lioivlM. TN 88178 
Td. (901) 526-2272 • CABLE: AMERICASSN • TELEX 53-972 

WASHINGTON OfTICE: N«l P. GiUen. Vice Prandant A GenenI Countei 
1725 K Street. N.W.-Suite 1210 • Wadui«ton. D.C. 20006 
Tel. (202) 296-7116 • 

July 21, 1987 



Ml 



The Honorable Jerry Huckaby 
Subcommltte on Cotton, Rice & Sugar 
1336 Longworth House Office Building 
Washington, D.C. 20515-6002 



Dear Chairman Huckaby: 

To establish a complete record of the hearing on H.R. 2971, 
the Uniform Cotton Classing Fees Act of 1987, particularly the 
consideration of the amendment* submitted by Congressman 
Emerson ( R-MO ) , we submit the attached letter of ACSA President 
William Tharp to Secretary of Agriculture Lyng which reviews a 
July 14, 1987 meeting of the Secretary, AMS staff and ACSA-ATMI 
officials wherein the issue of cotton quality was discussed. 
Also attached are articles from the July 1987 issue of "Cotton 
Grower" magazine reporting on the June 19th Memphis meeting 
sponsored by AMS at which representatives of the cotton industry 
opined on the subject of cotton grading. 

I request that these materials be included as part of the 
official hearing record of H.R. 2971. 



m^ 



Neal P. Gillen 
Vice President & 
General Counsel 



* "Sec. 3. Notwithstanding any other provision of law, the 
Secretary of Agriculture shall perform such testing as deemed 
necessary for the 1987 crop, and any crop year thereafter if 
deemed necessary, among individual lots of cotton representative 
of the various qualities for such crop to evaluate differences 
between processing efficiency and product quality for Light 
Spotted and White grade cottons. Further, the Secretary of 
Agriculture is directed to conduct a survey and research to 
determine why an increasing proportion of the cotton crop is 
classed as Light Spotted, and to submit an interim report to the 
Congress by no later than CX;tober 1, 1988." 

^ <dii *nJ f ^^fii iJ X: , .1. :A1UCAN8AS • MISSOUW COTTON TRADE ASSOQATIW. Pint Buff. ArtaMM • ATLANTIC (XHTON ASSOOATION. 

Mcmptiia. TenneM«e • SOUTHERN COTTON ASSOCIATION. Memphis. TtniMMM • TEXAS COTTCW ASSOCIATION. 0«IIh. Ten* • 

WF<!TFR\ rOTTOK <!HtPPFB<! »<!<WMTTOV P-».~« r.lifo..-.. 



Digitized by 



Google 



29 






MAIN OFHCE: Earle N. BUIinip. Executive Vice FreiOrlent 

MeBminp-Suite 1.0ittonE«Jwr«pBuiMii«* P.O. Box 336ft • M«niphi8.TN 38173 

Tel. (901) 525-2272 • CABLE: AMEKICASSN • TELEX 53-972 
WASHINGTON OFFICE: Nesl P. Gillen. Vice President k General Counsel 

1725 K Street. N.W.Suite 1210 • Washington. O.C. 20006 

Tel. (202) 296-71 16 • 

July 15, 1987 



The Honorable Richard Ei Lyng 
Secretary o£ Agriculture 
200-A Administration Building 
Washington, D.C. 20250 



Dear Secretary Lyng; 



On behalf of the members of the ACSA-AIMI delegation we 
thank you for the time and attention you devoted to the 
concerns expressed by us in our meeting with you on July 14. 
Your understanding of the issues and the particular import 
they have to our segments of the cotton industry is roost 
appreciated. In particular your expressed commitment that 
U.S. textile manufacturers will participate in actual tests 
to evaluate differences between processing efficiency and 
product quality for Light Spotted and White Grade cottons; 
that ARS will undertake an appropriate study to determine the 
cause or causes of the increase in the production of Light 
Spotted cotton in certain areas of the cotton belt; that the 
Department has no intention at this time to implement changes 
in the upland cotton loan premium and discount schedule but 
it will undertake in the "light of day" an internal study to 
determine the feasibility of integrating High Volume 
Instrument classing determinations into the price support 
structure; and that AMS will review and possibly reconsider 
the Averaging Factors for Grade Rule. 

With regard to the current schedule of premiums and 
discounts we again wish to remind you that it would be 
inappropriate to change the current system without a thorough 
review by the industry and the Congress as the system in 
place is an expression of their joint concerns. Further it 
would be inappropriate to adjust the schedule of premiums and 
discounts to accommodate those who produce qualities not in 
demand in the market place by artificially increasing the 
benefits they might receive through the loan. 

We would also remind you that the practice of forward 
contracting is prevalent in the cotton industry, that a 
significant amount of the 1987 crop has been contracted, and 
therefore it would be damaging to even consider assigning 



^t^yk^uflZ^y^^ 



:ARKANSAS MISSUUKI rOTTDN TRAIIE A.««.SOaATinN. ria* Muff. Arkanms • ATlJtNTJC lirTTON ASSOTJATinN. 
• SUTIIKRK OUT'W A.«JS«li;iATM>N. M«nrM>. TmnniMv • TEX.4.«? fTtmON ASWirrATMlW IWUf T«». • 
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loan values for strenyth for that part of th« 1987 crop 
classad by HVI. In fact no such valuation systani should be 
assigned or implemented until AMS has the capacity to 
classify the entire crop utilising High Volume Instruments 
under appropriate laboratory measurement conditions. 

To complete the record on our discussions attached are 
the views %'e expressed to you in our meeting. 

Sincerely, 



.^^ 



,,^'1.. 



William Tharp 
President 
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Cotton Quality 
Background 

Ovor the past five years the quality of the U*S. cotton 
crop has deteriorated in the widsouth Pegioti or MemphlB 
Territory { Missouri- Arkansas-Tenneesee-Mlsslssipplj of the 
cotton belt resulting in an incrsiee in the aifraunt of cotton 
class led as light spotted by the Agricultural Marketing 
Service- The e^iact cause oE the problem is not Icnovn but 
the amount of rainfall at harvest tiine in this area has h&&n 
above the historic norm in each of the last «tjt years 
colfieidentfll to the decrease in quality was a decrease in 
tJ S and world cotton prices due to a world wide surplus of 
cotton encouraged by the relatively high level of the U S, 
loan rata Froduoers in this region ^ having harvested a crop 
deetned to be of a lower guality and faced with a weak market 
had no alternative but to place their cotton under loan 
The lower classification resulted in a reduced loan value and 
cofuplaints frojn producers in the region particularly those 
from Missouri. 

Analysis of Quality Problem 

1. What has brought about the increase in the amount of 
cotton graded light spotted in the Memphis Territory? 

At the outset of the disou^sion it w&s noted that above 
average rainfall* at harvest time is a distinct 
possibility. Typ« of seed, defoliartts, harvesting 
methods and ginning practices may also be contributing 
causes to the problem. 

USDA in codpeta ion with appropriate industry 
organizations should undertake an investigation to 
determine the factor or factors which have caused the 
increase in light spotted cotton and once discovered 
reeonniend production harvesting or processing practices 
which wt 1 lessen the amount of cotton in this category. 
Suf^h action has the support of each segment of the 
cotton industry. 



* Long term historical data indicates an October average of 
2.6 inches. In 1981 it was 5", 82-5.3", 83-3", 84-7.8", 85- 
3.3", 86-3.8". 
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2. Why is it •AscntlAi to nlnimit* th« production of 
blcmishad or liqht ipotted cottons? 

Asids from the obvious monetAty los«eft «xt>«rl«nc«d by 
cotton producers, it is ftbsolut*ly impmtAtlvm th^t a 
Bu{flci«nc supply of white cottons b« svallAblft for ysrn 
and fsbtic miiniifseture «ult«bl« to icc*pt 4.nd hold color 
dy«t for the llf« of tbt fabric, Bi«Rilsb#d or ipott«d 
cottons do not hoLd color and ibov up t^hitt or gr«y 
spotted a fear rspaatad washing. Tssctilv nanufactureri 
cannot risk utlliElng off white cottons st quality 
claims will result in monetary dasMiges and loss of 
future business. 

U.S. Textile mills conipvting with imported textiles, 
manufactured by low cost labor, csn^ot lovtt their 
qua iL; -LjiJards nor can they pay white cotton prices 
for light: spotted €:ottona U«£. producers must Irnprove 
the quality of their product as our custoniera en shop 
the competition, we do not enjoy this privilege as We 
are restricted to utilleinq cotton produced In the U.S. 

3. What has been the response of USDA7 

The Administrator of ANS received a significant number 
of letters as the result of a well coordinated campaign 
to dramatlre the situation and bring about a ch^fige In 
the classification of blemished or light spotted cotton, 
an A>4S function, and in the loan values assigned to such 
cotton, an ASCS function, so that light spotted cottons 
will receive a higher loan value. In response AMS 
scheduled a ineeting in Memphis, Tenneasfte. inviting 
Interested parties to attend and participate by opining 
on the subject, but a political decision had already 
been tnade to study the requested changes. A decision 
perhaps unduly influenced in part by a cotton 
Incorporated study which coepetent analysis concludes 
cannot be statistically valid.* 

At the J\uw 1 9th tneeting it was announced that USDA 
^'will Join Cotton incorporated to conduct procesfiing 
tests on I9fl7 crop cotton to evaluate differencefl 
between processing efficiency and product quality for 
Light Spotted and white grade cottons," Given the 
invalidity of C^l.'s conclusions In this area and 
the significant interest and competence of the U.S. 
textile industry in the proceEsing of textiles it is 
inoonceiva.ble that the Department of Agriculture would 
decide to uridertake a study of such econoAiio Importance 



*^ There i¥ lid evidence of the random selection of cotton 
samples ut ill red in the study, and all of the samples i^re 
Bselected and supplied by cooperatives seeking the 
classification and loan value changes. 
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Without the participation or consultation with those who 
*te pc$se55«d almost CKclusively with the demonstrated 
c<:Ht)petence t? anal/£e processing efficiency. 

The announcement also stated that '^currently White 
cotton brings a higher price than Light spotted cotton" 
and that "ySDA will also explore what further steps it 
can take to »Kp«dlte the changeover from the manual 
cotton classing sy^stem to a modern High Volume 
Instrument system^ Involving possible chang«a in the 
price support Btructures. *' Simply stated this involve* 
adding as a value factor the strength of the fiber, as 
the t90l issue from a producer standpoint, is cotton 
may be blemished or Light Spotted, but it has strength 
and therefore it should be accorded additional value 
despite its grade This may be true, but If the yarn or 
fabric produced from such cotton will not hold color, 
the strength value is not relevant to this particular 
end use. 

The Department should not place the cart before the 
horse in its approach to this production problem which 
is not related to the manufacturing process or the 
market valuation system. The problem which roust be 
resolved is what is causing the higher incidences of 
Light Spotted cottons In certain areas. This isr where 
the Department should place its emphasis as it did in 
the June 1 th announcement that it will work with the 
cotton Industry to determine why an increasing 
proportion of the cotton crop falls into the Light 
Spotted category " Until this guestlon is resolved it 
would not be prudent to expend govertunent resources to 
embark upon a series of studies in order to implement 
changes which may not be necessary. 



Recororaendations 

1. Undertake an investigation to determine the causative 
factor or factors resulting in the higher incidences of off 
color cottons. 

2 Reconntend production, harvesting, and processing 
practices which will reduce the amount of ofi color cotton* 

3 Undertake a belt wide campaign to educate cotton 
producers on the necessity of improving the quality of U.S. 
cotton through effectively proven production, harvesting and 
processing practices. Any such educational effort should 
also Inform producers that market value will vary for each 
end use contemplated by the jMnufacturftr. 
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^vfagjnf ractoTi for Qride ltul» 

The ■vftcm o| the clamBigJCition of U,S. ufrlAfid cot ton 
hai « vol uedlri a ccoF3a nee with the ^ct* of Con^rcai, «s 
interpreted by the Department of Agriculture ^ In cooperation 
with the cotton induttry, Standftrds for grade were 
eftt«bllsh«d 48 early i« ItO?^ the instruct ioni under vhlch 
cottoti ifl 9t4d«d againat theae ^tandArds ia not gna of 
yaluatiofi but one which carefully comparej ^ the e<uo&le of a 
bale being claased againat the Qfljcial &hyaical ot 
deacriptive atandarda^ 

same 65 yeara ago. the Depertipent inatituted a rule for 
the Averaging of Fact or j for Grade , which atated that wfier» 
leaf was two tgradeE better than color, or ^olor two grades 
better than leaf, that the factors might be averaged and the 
bale classified in the mean grade. 

Reasons which existed in the early 1920 's for the 
institution of this rule juy have then been valid Since 
World War II hov«ver bales placed in this classification 
pursuant to this rul« have not received 4 market value 
equal to thia inean classification* Given the development of 
ever moire sophisticated textile machines, and the demands of 
a wor-ld marlcet which requires ever better quality, this rule 
has become impractical. 

The ATHI a.nd ACSA have on several occasions, requested 
the Cotton Division of ANS to repeal this rule. We have done 
so because: 

1* The rule defies the ygry natux<^ of cotton 
classification bjt valuing cottQi] Instead 57 grading cotton . 
The market place should perform the value jFunctlon by 
endeavoring to ascertain the spinning value of cotton through 
the interplay of competition from mills . world-wide, for the 
qualities they require^ 

2. Where bales have been classed under this rule and 
have been 50 identified, buyers must ittake a special 
calculation in order to price these Isales differently. Where 
it becomes evident that the rule has not been noted ^ buyers 
must mak* allowance for all of the bales. In an effort to 
c:ompensat«. This is particularly true of some cotton which 
has been placed under CCC loan as the use of this rule is 
not always indicated on loan papers or sial# cataloga 

3. The use of this rule is indeed extremely complicated 
in practice and gives considerable difficulty to the 
Department in their supervision of the classification of th« 
crop. 

For example, a Strict Low Middling Light Spotted 
classification is a "Strict Low Middling Spotted bale which 
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has only slightly more spot or yellowish color — or both — than 
the Strict Low Middling White Standard." By applying the 
Averaging of Factors rule, it can also be a bale which is 
Middling in lea£ and Low Middling Light Spotted in color, or 
a bale which is Low Middling in leaf and Middling Light 
Spotted in color. 

While a Strict Low Middling Light Spotted bale varies 
considerably within its own range, the addition of the 
Averaging of Factors Rule creates unnecessary possibilities 
of spinning value and, of course, price variation. 

4. While the Department's records as to the use of the 
Averaging of Factors Rule would indicate that the rule is 
applied only to a very small percentage of the crop, it 
beccHnes "the" excuse for cotton which has been inaccurately 
classified. And for this, there is no wonder, since the rule 
itself contradicts the instruction that cotton is to be 
carefully graded against the standards. More importantly, it 
is unfair to continue a system whereby a rule endeavors to 
value cotton, rather than to grade cotton. Further, it is 
well known that the value set by the Averaging of Factors 
Rule is incorrect as a matter of spinning worth. 

The Smith-Doxey Act endeavored to apprise the cotton 
farmer of the grade of his cotton, thereby aiding him in the 
marketing of his crop. This use was later expanded in the 
administration of the CCC loan program. The Department has 
done all in its power to prevent the loan from being a market 
for cotton. But despite these efforts, over the years, the 
best market for cotton classed under the averaging rule has 
been the loan at great cost to the CCC. 



Recommendation 

1. That the rule for the Averaging of Factors for Grade 
be repealed and that U.S. Upland Cotton be classified against 
the Universal Standards. 



Respectfully submitted, 

American Cotton Shippers Association 

American Textile Manufacturers Institute 
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FIRST 
PICK 

By GENI CERTAIN 




The Least 
They Can Do 



'We don't want to get 
rid of (the) Light Spot 
(grade), we Just want 
our White cotton 
graded White.' 



"W^ 



J f wuiil to Im< |mid fur 
what we priwluce." 
It fl4H*iiiri. Recni a kit 
. Y«>1 1)h> wordN of MiMwiuri pnt- 
fiuct*r IVtf Drokf fxprem Um« fruHlrn- 
titNi nf cnlluii ftrowen* all ncnwH the 
U.S. ( 'oltoii Kelt nl what Ihry mi* an 
a nm*i* iiM'«|tiily In the prim thoy are 
|iiihI for their cotton and it« end -use 
value. 

StiiiM* (if thi'Hi* iinNliiifm Hill ill a 
iiMH'tinK >i) Mi'iiiphiH in tlii' midillc »f 
.liiiM*. worrying alxHit what eiirly 
|mi||h<iiiiih wrrr liniiiK to llii-ir iHiKuin 
rroiBt ill the alweiK-e of |iyrvlhriiiiln. 
liNtfitinK for three houre aitone 5|>iiiner 
aiNl mcrchunt aOer nnotlHT arrii.<«i'd 
thrin (if not rariiiK almiit I In* i|iinlity 
of tlie fllNT they H|ieiHl their iiuinnMTR 
atMl their awent to erow. 

"We reneiit the iinplicatiioi thiil we 
don't ntrive for i|iiality,*'Miid Mimoiiri 
priMlurer ('Imriie I'nrki'r. "A lol i»fco(- 
t'Mi lifioK rl:iHMv<l I'lght S|N>t ia mil 
l.i|!hl S|Mil." 

"MiilN xjiy ihikIiiiith ilnn'l w;iiil 
i|iinlity. Well, Ihin in tunnel vision. We 
want In {inMluce what you want." mdd 



North (Carolina grower Unn Cut. 

Aa the mill repreaentatives voiced 
their opiniona that hlght Spotted 
cotton ifl phyaically inferior to White 
cotton, and that changing the box to 
allow more color would decreaae the 
overall quality level of U.S. raw cot- 
tun, it became blindingly apparent 
that two different problema were 
being diacuaneil aa one. 

Wiio ahould know better than textile 
mill rxenitiveH wliirh cotton makca 
the lieat yarn? There'a no arguing that 
Light Spotted cotton doea not apin aa 
well aa White cotton when the grading 
ia arrurate. 

Hut there'a aim no arguing with 
(Charlie Tarker when he aaya that 81 
percent of hia baJen originally graded 
iJght KiNilted were U|igr8iicd to 
White when he contcaled the grade. 

Somelhing'a wrong in the grading 
ayatein when that kiml of fluclualinn 
occura. K'h no wnniler Parker wanta 
to throw out the ayatem and atart 
over. 

fhie exchange went like thia: 

"We juat want to get paid for what 
we priMliice." 

"And you ahoMld." 

"Hot we don't." 

"We don't want to get rid of (the) 
Light S|iot (graiie), we juat want our 
White cotton graded White." 

Finally, ctiipmuniraUnn had begun. 
Finally, gmwera were able to tell the 
apinnen* lliey did not want to lower 
the ipiality of the While gradea; tliey 
only wnnteil In Im> |miil for the quality 
they wore ain'nily proibiring. 

There'a a gnp in the iliaruMffion 
belwi'en the grower, the ginner, the 
merrhant aiul Ihe mill," aaid Miniiia- 
aippj grower- ginner Ken Hood. Thia 



eontroveray will wklen without im- 
mediate action. We ginnera must over- 
gin, overelean. to improve the grade 
to pleaae the producer. Thia ia 
triggered by an antiquated claaaing 
ayatem in which ttie kian price seta the 
premium." 

The current classing ayatem ia anti- 
quated, to be sure, but that would not 
be juatification for abandoning it if it 
worked. And it has worked. And it 
may be working now. URI>A and Cot- 
ton Incorfiorated will conduct |>anill«l 
testa on the 1BR7 crop to com|>are pro- 
eeaaing of the White and Light Spotted 
gradea to aee how well it is working. 

In CMW it isn't. AMS and ASCS have 
initiated a taak force to devebp a pro- 
totype loan atnicture which would be 
baaed on HVi-tested quality charac- 
teriatics. In addition, AMS ia recom- 
mending that USDA and 0MB au- 
tliorize an advisory committee to 
study tlie entire cotton marketing aya- 
tem. incliMling the ban qualification 
ayatem and the ASCS-CCC kwn atnic- 
ture. 

Mempiiis classing ofTice head Dennis 
McNabb pointed out Uiat an overall 
change in the claa.^ing ayatem would 
ttike two yeara to iinplement, by law, 
after it luw been devised. Devising a 
new ayatem ia certain to be a lengthy 



I'here was no clear reaolution from 
thia meeting aa to the fate of the claaa- 
big ayatem. if there was one point of 
agreement, it waa that the cotton in- 
duatry needa a claaaing system that 
rewanla the aame rhnracleriatica in 
every aector of the iiMlustry. 

"We urge USDA to re- evaluate the 
chasing ayatem and to atrive for more 
conaistenry," said Hilly DunavanL 

lliat'a the leaat they can do. • 



JULY 1987 

'corroNcaowEjt 
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'A Step 
Backward' 



This Is how spinners term proposed changes 
In cotton standards that would allow more 
color In White grades. Producers, however, 

claim that much of their cotton Is misgraded. 

What's needed? 'More uniformity In classing.' 

By QE^M CERTAIN ~ 



JapancM Hpinnerii alrewly are diii- 
•ppoUitad with USUA'i dccMkm to re- 
dura the aiie of l«iir particicii in the 
fltamlard, and allowing inorc color 
would reault in reduced piirchasMi of 
U.S. cotton in Ja|>an, iwid KHgo 
Mukai. of Daiwabo Co. Ltd.. " ' 



Tlic U.S. texUle imluntry in 
ailatnaiitly oppuwHl to proponed 
changes in cotton fftandarda 
which would allow more cohM* in the 
White Kradea, induntry repreHcnta- 
tivcH Ntated at a USUA- Nimiwured 
nM-t-linK at Afcriccnter Inlentatioiud, 
Mcm|ihiH, in June. 

i'niduccra have Hujiported Alie pro-. 
IMwiil an a HlioK-t«nn araiwer Ui tt' 
aharidy increaaed percentage of Light 
SiMitted graileH. 

'Ilic Hhi|>|>iiig ami H|iiiining ;M>KnH>nlM 
of th«> cotton induMtry maintain Huch a 
change wiiuld lower the quality of 
U.S.-nuMle cotton textilea ami iin|iair 
the romiietitiveneiHi of U.K. raw 
rolton in both donwMtic and fijretgn 
mnrlu'tii. 

r^itton clamtHl Light SputUni i« in- 
ffrior III White cottiMi in Hpinning 
chnrurinriiiUrM, the apinnera iiaid. In 
one imtance thia year, attempt* to uae 
Liglil S|NitU'<l cotton remilU'd hi 
6U.UIN) inhiimIb of yam being rfturned 
to till* Npiiuicr aa uiuicni»Uibk!, 'imid 
Jim MnhafTey of IMxie Yanw. awl- 
laiMMiga. 'I'enn. 

H|N>aking on iN'hnirnfthe American 
Yam K|>inm>nt Aamirialion. Mnhnfley 
wiiil. "S|Milled cotton d«i«H mil dye or 
Hpin IIm* ii^nM' aa WhiU* gnwIcN. In- 
mlvcrtant mixture can roHull in 
KtrcakM or moire |Mtterm in the rnliric. 

*^|iiiment are not preimred to 
ai'n'itl a rhange that will jeuiiardixe 
thi* «|ualily of our priMhirtn." 

TIm* M|HniM>ni t4>mi«<l liw proiMMml 
cliniiKO "a Hli'p backward" in ipmlity. 
Tliere i 



among manufaeturera* groups against 
thin |>ropoNal," said Jim Chestnut of 
Harriet A Henderson MUls. Hender- 
son, N.C. "^ur RUceesN in the ftiture 
de|iends on quality - we can't take a 
stt'p back." 

'Hie American Cotton Shipiiera Aa- 
Bodaliim in fully in aupport of the npin- 
nera' iNMttion, said Billy Dunavant, of 
Ihinavant Rnterpriaea, Mem|ihia. "If 
we allow a change in the standard, we 
would jeofwrdite the market for U.S. 
""he Haiil. 



'If we allow a 
change In the 
standard, we 
would Jeopardize 
the market for 
U.$. cotton.' 



Diiiuivant |N>inle«i out that other 
producing countriea have been stesd- 
ily u|igmding their quality, and 
foreign buyers have threatened to get 
their mlLon from other aourcea if Uie 
atandard changes. 

Ja|Mn and Korea represent 36 fier- 
rent of the market for U.S. cottMi. 
Dunavant iiaid. He cited a letter from 
KWAK Miying Korean mllla would buy 
cotton ebiewhem if the U.S. atandanl 
changi*d, and Haid the International 
Textile Manufaeturera Pedcratwn 
thesa 



The Japan Spinners' Asnoeiation 
and the Ja|ian Cotton Traders' AsHoci- 
ation are "deHnitely not agreeable to 
include Light Spotted grade as well as 
blushed cotton into the White grade 
category." he said. 

Reading from a letter to Secretary 
of Agriculture Richard Lyngfinom JSA 
and JCTA. Mukai aaid: 

"Compared with White cotton, 
Light Sfntted cotton has dearly un- 
satiafaetory rseulta in the bleaching 
and dyeing (M-ocess of yam and fabrica. 
. . . Conacquently, it ia uifertor to 
White cotton, and baa certainly looa 
commercial value. 

"In case USDA will unfortunately 
accept the detrimental movement by 
U.S. farmers, we are afraid that the 
purchase of U.S. cotton by Japknese 
mill spinners will be decreased and 
substituted with other growths of cot- 
ton, such ss China and Auatraiia." 

Growera contend that mifch of their 
1886 erdp Light Spotted eetton 
showed no discernible diflerences in 
spinning to bales grsded White. 

In USUA tests comparing White 
and Ught Spotted samples over the 
post five years, spuming dilferenees 
in the two fiber dasaeewere not sUtis- 
tically aignlfieant. although in some 
testa, the WMU grades come out 
slightly ahead. 

Rosa Griffith, head of the USDA 
Cbtton Diviakm** Fiber Componento 
Section at Clemaon, 8.C., aaid coon- 
pariaons of aH U.S. hiU graded 41 
veraus 4Z for the past five years 
showed the 4 Is hod less monufscturing 
waste, fewer neps and higher apinning 
potential. 

In Midsouth cotton, however, Grif- 
fith said, There's no^ really any aig- 
nlfieant difference between the two 
groclea at all." 

Cotton Incorporated teata on 
samples of the 1966 crop aubmittcd by 
producer organtzatkMis showed differ- 
ences between the White and Light 
Spotted samples were slight when 
they were apparent at all, aaid Preston 
Sssser, senior director of fiber re- 
sesrch for Cotton Incorporated. 
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Continuetl fivHt I'ttfi* $ 

"In Ml Tar iw llir Hlicr pro|M>KI«Hi «r« 
ctn mraiiurt arvronrariMMl, UienedaU 
aupiNHl tlH> iNilinn Uiat Ihi're Is very 
lilllr <lirrcn>iirf bclwerii thtNie Whila 

Mill tlMMT l.iglll S|IOt CllltailH. 

"SecuiMlljf, tliv jmriM Uial wi>ie 
made out of llniw were aligiiUy 
weaker out iif tlie 32f iiid 42a, aiid 
were leia uiiifurm. 

No Sliwtgllt DIflerenca 

The lliini ronohmlun, IImiiikIi, In 
llml when Hume ynriM were |>ul into 
• kiiillnl (nlirir, we cdukl iwl mnnmire 
■ tlilf i>reiM« ill IIm^ hI reiiKlli nr I lint Tub- 
ric, iMir ciiuki we iiiOttNure nlKiiinraiit 
difTereirra In tlie dyniiig |iro|ierlliM nf 
lliuM fabrlce bi White vermn Light 

8|K»t." 

I*rutlu('i'ni frinii the MidMouth saw 
SoRMer'n ilnta n« eviilcnrc thot much of* 
thtfir IHHft niilim wns Hii}i{;radc(|. 

"A hit of ml lull living cIwuumI l<if>lit 
SiMittfil fai nul l.iKlit SiHillvil.'* iialil 
KcniH'tf . M<i., Kfiiwcrf 'linripp rnrhiT. 
"In lUMi. 40 iNiruiil of llif> MiilmNilh 
crop was gisKUnl LlRlit R|iot. N(»t all 
of thia waa white, butsuine of It waa." 



I'arkcr hail all liiR ItfWI Light R|iot- 
ted cotton reciamiefi, and 81 percent 
waa U|igrtukHi, he aald. 

A random aaniple of 10 percent of 
hla cotton was retaated at tlie Mem- 

Khia rIaaHliiK nmee, and 74 imrcent of 
waa clinni'fd - *80tna up, aonio 
down," he aald. - 

"Uorderline colton la hard to tell, 
but it'a coaling Uic fanner money," 

'We should refer to 
colorimeter results to 
Improve our judgment ' 

Parker aahl. "We're not receiving the 
full value nf our nil Ion." 

i^ll, Ark., priNlucer and breeder 
llnl I^wIh laid the problem on the 
douralep of the UKDA diuwera. "If Ute 
! filn, wear it,** aoid I<ewia. "I am 



nut tinUd In ciitlcizing the clnaalng 
I daoaed 
wroiiK." 



orilci' - about 60 percent la ( 



I Ic Jolneil Parker in calling fur a new ' 
chiaabig oyatein, begimiing witli bn* 



mediate Implementation of IliKh 
Volume InatrumenttaatlnglnaUdaaa- 
ing offices. 

"llie H VI line iiaa an error of 7 per- 
cent, whecoan USUA haa an error of 
60 iwrceiiL We ahould be uaiiig the 
Inoat error*lne ayatem we can find," 
Lewla aaiil. 

Pertlisliire, Mi««., grower and gin- 
ner Ken Hood asserted that what is 
needed is more uniformity in clasaiiig, 
and looka to H VI aa a atep In the right 
direction. 

Colorimeter readings are needed In 
every riaaaing office. Mood aaid, and 
tlin reaulta ahould be available to every 
ekiaaer. 

Cheaa Howard. Graniteville Miila. 
Granite vllle, (ia., pointed out that 
eokirlmeter readings blend colora in 
allotted cotton, while the human eye 
doeanot. 

Lewia countered tliot it ia a pliyskal 
imiMNtaibinty for the human eye to 
detect color to the degree tliat the 
colorimeter does. 

lite problem, Lewis aaid ia tliat 
tliere are no phyaicai ataiidarcia for 
Ught Spots. "It'a a Judgment caU with 



fid |«liyiii<:il raiii|NiriMHt. We ahould 
refer to rokirinteter reaulta to improve 
our Jwlgnifnt," lie aald. 



that the green ( ^ . 
pony enrh bole of cotlMi to Ha final 
deaUiiatlnn. This, they aaM, woiiM aa- 
aurr Utrm tluit Uie cotton they auki aa 
LHdit HiNitted waa received at the miU 
with tlie aaine gnale. However, the 
aiiinnera |ireaetit aaki they buy nitlon 
amirding tiithejwlKnient of their own. 
rIaiKM'ra (who oRen are aooiated by 
IIVI teHting bi the nUUa). 



Mike Rntnn. kfrialaUve aaaMlant to 
Miaaourl Kep. Hill Rmerson. made a 
three- {Niint pnipoaal to USDA on 
Rmerann'a behalf, endorsing the use 
of II VI In all chiaaing ofllcea and calling 
for the Incluaimi of cohirimeter read- 
Inga aa "n final review gauge for pur- 
piiaea of dctennlnhig color." 

KmerwiirN aljiLeinent also pm|Miefd 
Itinilhig i«|Mit market qtmUtkina (o ala- 
tiona trading a H|iecific cbaa of cotton. 



The iNreaeiit ayatem of an|uirlitg 
a|«>( rutton averagea alioukl he 
nnalysetl au tlie |N4cing atatwna which 
do liot have a certain claaa of cotton 
do iHit give |iricea for that cotton to 
IISDA alntbitldana. Only the prices of 
cnltun which are actiiany being bought 
ami aofcl at that hjcatkm ahoukl go Into 
the cakubtkHM. and thua a more true 
price atructttra will be ahown.* 

U»UA haa Uken four biitiaUvea to- 
ward reaolvuig thia problem, aakI J. 
Palrkk Hoyk>. ailniinbtraior of the 
Aitriirtilliiral MarfceUng Service. 

A MS aiHi Hie Agricultural Ueaenrch 
Sf'rvk-e will Jointly conduct prnceming 
(eslN (Ml 11M7 crop cotton to compare 
|inM'«>at«iii|! elTirkmcy of the Light 
SiNitteil and While grade*, Uoyleaaid. 

USD A will alkKate lla reaeorch re- 
aourcce to determine why an bicreaa- 
biK pro|Nirtkin of U.S. uplaial cotton 
haa been falling into Uie Light Spotted 
category, he aakl. 

AMS ami AfUS) have initlaU'd an 
ill- Ihmiv Inak Torre to devehip a pnilo- 
ty|ic IW- kjan atniclure baaed on tlie 
il'iinlity dmracteristks now meaaurcd 
by liVI. heaakl. 



And AMS will recommend to the 
l)e|inrtnient of Agriculture and to the 
UfTice of Management aial Uudgel Uiat 
an advbwry committee be eatablialicd 
to sludy the enUre cotton marketing 
ayalem, bidudiiig the AMS quaiifica- 
tkm system and the ASCS-CGC k»a 
alrueture, Boyle aald. • 
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